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( \ ■ .INTRODUCTION " ■ -. 

How -are you going to use your job skills after you finish 
school? 

Have you ever thought about starting your own word processing 
service? 

This module ^describes people who have started and managed word 
processing services. It gives you* an idea of what they do and 
some of the special skills they need. . 

You will read about 1 
planning a word processing service 
choosing a location* 

getting money to start f 

being in chargja n 

organizing the work* 

setting prices ^ 
advertising and selling 
keeping^ financial recorxis 

keeping your business successful * 

You will also have a chance to practice some of the things 
that word processing service owners do. s 

Then you will have a better idea of whether a career as an 
owner of that k4nd(*of business is for you. 

Before you study this module, you might want tp read Module 1, 
Getting Down to Business: What's It All About? V 



When you finish this podule, you might _want to read 

Module 17, Getting Down to Business: Answering Service ; 
Module 18, Getting Down to Business: Secretarial Service 

These modules are related to other business and office 
programs. k • 4 • 
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Planning a Word Processing Service 



Gof4: to help you plan your wotcl processing service. 

••J - 

Objective 1: 'Describe the services, clients, and 
competition of a word processing service • 

Objective 2: List three personal qualities a* wold 
processing service owner flight have. 

Objective 3": List three ways to give good service. 

Objective 4: List tiro of' the legal requirements you 
might have tp consider before opening. 



' THE FIRST DECISION 



Almost everyone who opens 'up a word processing service 
was at one time a typist or a secretary. Perhaps he of she 
•\ worked in a large office and became* office manage* of sev- 
eral typists or secretaries. When the cojnpany installed ' 
word processing equipment, this person was chosen to super- 
vise all the word processing 'work. He or she got a steady 
paycheck, had mostly regular hours, .and received the* won- , 
fierful bepefiVs of vacation Xime, sick leave, and perhaps 
even profit sharing. What makes someone decide to give 
this all up to- go through the problems and hassles of 
starting his or her own bu§iness? 

Alan Chow was one person who did it. Smart Word Pro-^ 
cessing Service was his answer to the daily grind of work-' 
ing for someone else. He opened Smart Word Processing - 
. Service after being the word processing specialisr for a 
large drug -company for five years. He helped bring in Its 
f^rst equipment,' managed its^wo'rd production center, and 
then decided it was time to move on. This is what he says 
about his decision. 

» TO- * 9 

The people at my office thought I was crazy to leave 
such a secure job. They told me I had forked hard getting 
tb where I was—why would I want to give it all up? But 
there wafe a point when all I was dding was looking afe the 
clock and counting the /days until vacation. The moment I 
decided to open Smart Word Processing Service, I stopped 
* being bored. v , 

"Also, at my old }tft> I was just helping one company,, 
one group of people. I knew that if I started my own* ser- 
vice, I would meet lots o£ different types of people and 
, do lpts of different jobs. It wouldn't be the saAe old 
reports, the same forms^all the time.' 

"You know, a lot of* times I would* have these ideas 
about how things could be done better, more efficiently. I 
would go to my boss; then he woulii have to'&heck with his 
- Boss; then they would have to fun it throifgh the accounting' 
office. . It would be weeks before I would, see the results s 
of my thinking. Now I do all the figuring — I am the ^ 
accounting office. I get to try things out,, right away*^ 
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planning a Word Processing Service 



There are many, many « small businesses in America. Small businesses 

can have as few as one worker (the owner) or as many as four workers. A 

small business owner is "self-employed. " Often a whole family works 
together in k small business. > 



What Is A Word Processing Service ? , < f 

; 5 1 

You may have an\dea of what wogd processing i&. A word processor is 
a typewriter that aan "think." When you type oiKa wotd processor, the 
wor^is are stored in the processor's memory. You can change words or whole 
paragraphs before the typewriter prints ^your copy. By pressing coding ^ 
keys £ou can tell the typewriter to change the spacing, change paragraphs, 
center, or backspace. And the typewriter can- "remember" exactly what 
your changes are. 



A wprd processing service is an independent business that uses word 
processors to type, edit, produce, r^cor^, and file j>aperwork that its 
customers want to have done. 



What Kind of Service Will You Provide'? * 

■ ; — * — ^ ~ • 

Sinc^ word prpce^sing is a new field, what a word processing service 
v 4 ; * T 

can do is always changing as people work with it. Here are typical 

services* ' \ 

• Typiilg and producing in f inal*f oiin ; letters, medical knd legal 
documents, books, newsletters, catalogues and directories, mail- 
ing lists, manuals, proposals, financial statemei^ts, business 
forms, and research reports. - • 



1 • . Automatic typing : typing several priginals of the same letter 

with different addresses*' * * 

And most word processing services also offer the following. ' 



• Tape transcribing : typing letters, speeches, 'fe^c. f rom tape 
recordings. * ^4 ' * 

• Mailing list maintenance : keeping, mailing lists updated through 

a word processor*' . > 

\ % ' ' l ' 

• Xerox copying * v 

i 

' * i , 

% 

Who Will Come* to You? Is- There' Room for You ? - 

If you're good, businesses and individuals using yoj/r service will be 
as varied as the Yellow Pages, Many svjfcessful word processing services 
have contracts with large fund-raising firms, r^sfearch firms, hospitals, • 
and universities. , - 



Obviously, other word processing service^will be your competition 

« /~ * 

But you will also have to look at, secretarial and home feyping services 

that do not have* word processors. Since a word processor -can do 

mailing lists, direct mailing services may be competition also. OtfKr 

businesses th££ indirectly compete for the, same clients are temporary" 

secretarial employment agencies. 



Crystal Balling It — How Rosy Is the Future ? 

• Just how many people^ out there need you? ,The IKS. Department of 
Labor predicts that by 1985, businesses will face a shortage of 250,000 * 
secretaries.* Fewer and fewer people are choosipg,to be secretaries. 

This me&ns' more business for you. 

■ \ . / 

, Also,, the 'United States is more and more "record-conscious." Many 
businesses find it cheaper to hire a Service than pay a secretary a high 
salary, vacation time, sifck-leave pay, and medical benefits.. Besides all 



that, a secre:ary cannot do everything on his "or her typewrite? that you 

12 

* 

A. 



'can do on your word processor. And many small businesses cannot' afford 
their own word processors.- 
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Skills, Experience, and Personal Qualities [ < 

You must know how to use a word processor, use the English language 

> i * 

well, and. run a small business. You can get! experience by workiftg as a 
word processing specialist for^pmeone else< You should have this experi 
ence before you go into business for yourself. You can't, afford to train 
yourself with your clients* Many word processing .services begin'as sec- 
retarial services. As .the/ become more successful- and have more clients, 

• i V j 

they buy a word processor. As the business 'grows, so do the kinds 6f 
services they can offer. 

The best way to find out if you would like being the^owner * of a small 
business and if a word processing service is the business you would like 
o own is to talk to people who have started one. 



What Matters Most-«-Good Service 

- y 

Your bes^ advertising and most important product is your service. 
According to many word processor service owners, people -#ill go out of 
their way to use you and will pay higher rates for you if you give good 
service: 



You have to be letter-perfect . When people pay for a training manual 
that will go out to 4,000 employees ,or for a product newsletter that will 
reach 10,000 potential customers, they do not want mistakes on it. 

You have to deliver on time . All people want their work ready "yes- 
terday/* So what if you just got it today? Most people would like to 
have you stiop doing everything else and 1 get to their work right away. 
You have t^ be* realistic "and tell people what time they can expect their 
work* And then, you must have it ready when you said you would* (Some 
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word processing services hire 'people from temporary employment agencies 
when-they hdve too much work to do.) • 

i . • ^ 

* ^ You Have to be nice about it. Even if your work is perfect and done 
{ — y — a 1 j * 

i * 
on time, if you act as if you did customers 4 a big favor by doing* their 

work', they aren't jgoitig to come back to* you : You don't 'have 'to tell 

someone how rotten "his or her handwriting is. Mistakes should' be cor- 

reotecf at nO charge. All this is part of getting people to come back. «* s 

Y^u have to be, professional ^ Many of your clients will expect* "pro-* 
fessional" servic§. You "will* have ^Lawyers and doctors who expect •complete 
confidentiality. They will want their documents locked up. ( They, will 
not yartL to come to- your office anu hear your word processing specialists 
sharing information about the cLi^nts who come in. They won't want to 
see their work lying around where/ all who walk^in could read it. , 
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Legal' Requirements * gs^_.^— w 



T^te are no special legale requirements for owning a word processing 
s^^J|iL but- as a business owiS'er> there are forms you have to complete 



and. licenses to get. Some cities require businesses to have a licence 

* < 

before they can get started, ^f ^ou, .decide, to *open aV office, some cities v 
^require a 'use of occupancy certificate." To get this, you must have a 
- ^health and safety inspection and pay around $10. You may have to file a 
"fictitious naqe statement" the county. If the name of*your business 

does not have yt^ir name 4 n it;, „thij| is a statement telling the government 

. -> ' ; - . 

. who, the owner is. * 

•* 

> . • <» 

A- 

Beware of the sales tax requirement. If you type a letter for someone 

S3 , & 

Cm ^ typewriter, you are selling that person 'a service— rand -you do not 
* have to, pay sales tax. If you type a letter on a word processor, store 
it for them, and perhaps make several copies, -you are selling that person 
a product, and- the person must pay sales fax! ' , * 
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Summary 



A word processing service is a small business that uses "intelligent" 
typewriters and other machines to type, edit, produce, record-* and file 
different kinds of paperwork for other businesses. There will be a great 
need for good word processing services i*i the future because of the large 
amount of paperwork^ to be done and the lack of people who want to be sec- 
retaries. To give good service you have to be letter perfect,' deliver on 
time, and be nice tp -your clients. L£gal requirements for your* business 
vary, so ytou will need to know what is required in your area. 



* 
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Learning Activities 



Individual Activities " t^m* 

1* Which services is a word processing service likely to provide? 

a. Typing manuscripts 'for a playwright w 

b. Producing a financial report for a stock brokerage firm* 

c. Sending out direct mail for a shoe store 

d. Computing a ta;c statement for .a dentist 

2. Name two skills you would have to learn to open a word processing 
service* * ' 

3. How is being^an owner of a' word processing service different from 
being .a secretary? 

« 

4. Name two ways to^get word processing expedience before you open your 
own business • 

Discussion Questions 

V % 
• s * 

\ «c- / 

1. Alan Chow has lots of reasons for liking having his own word process- 

.ing service. What are some reasons for not liking it? 

2. \some*word processing services offer* pickup and delivery « service' as a 
^ .way to get people to try them, flhat other conveniences „can *>ou think 

^ of that would attract clients to use you? 

* : « • 

3. Most owners of a word processing " service are women. Do you think 
this is af disadvantage or an. adyantage to a man wanting to open a * 
word processing service? • * 



Group Activity 5 

^Invite the owner of a word prdcessing service tp come to speak to 
your class. What questions would you like; him or her to answer? List at 
least 15 questions that yould help you decide if this business were for 
you. These topfcs may help your thinking: getting started; money; best 
times; hard times; 'hiring people; running the service; and advice. 



\ 
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Choosing a Location 




Goal: To help you choose a good location for your service 

Objective 1: List three things to think about in 
deciding where tcr locate your business. 

Objective 2: Pick the best location for a word 

processing service from three locations. 
\ : ^ 

9 Objective 3: Decide whether your city or town 
would be a good location. 
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• HOW TO FIND YOUR SPOT 



Alan -remembers how he chose his 



dffice. & 

\ ' , 

\I guess you could say that there are basically two 
decisiVns to make .when you think about where ;f/ou' re going 
to open yqur business — first, which city? And then — where 
in that city? 



"Well, which city wasn't a very big decision for me. 
I've always lived here, and unless there 1 s a*fiatural disas- 
ter, I always will. Maybe I can say that because I knew I 
could open my word processing service here. There is a 
small college close by. There are lots of banks and lots 
of small businesses. And then we have the drug companies 

here too. 

* a 

"My first office was too small. All I had then was 
just a selectric typewriter and one mag-card typewriter. 
Well, things just exploded. I added copying machines and 
direct line dictation so people ^ould give their dictation 
over the telephone and it would be* recorded. I was doing a 
lot of direct mail and needed a large room just for that. 
20,000 envelopes take up a lot of space!*' I added three 
other word processing stations, one with a video screen. 
Offices are measured by squar^*?^et, and I needed about 
1500. 



1 
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"At first, until you're well known, you need* to be con- 
venient. Later, when you're good, it doesn't matter where 
you're located. I work for people over 100 miles away. 
But when you start out, you need to be near the businesses 
thai you're serving. There are also the three Ps: 

Parking - Post Office - Print Shop v 

Your clients will want these to be convenient. ■ Ijt saves 
their time and gas, and maybe yours, if the post qffice and 
copy shop are near your place of business." \ 
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Choosing a Location ' *\ 



You Come First 

You can start a word processing service in almost every kind of city. 
But the city you choose must fit your personal • requirements.. You hav6\to 
^ think about weather, family* friends, housing, and recreational facilities 
Hrst. If you're not happy living in or close to that city,, you won't be 
happy having a business there. * 



Next Cpmes the Ctty ♦ 

What makes a particular city a*go'o'd place to open a word processing 
service — just having people who need you. 

. ' Many times you have to be a/^ete^/ive to find out if a particular*^ 
city will be a 'good location for you. Here' are some Ideas* 

1. 'Check the local- want ads. See, if there, aire a lot of businesses 
looking for clerk typists, secretaries, and ad&inistrative assis- 
tants. If* people need a secretary, or typist, they could use yo.u. 
t 2. Check cfu£ the -temporary employment agencies^ln the area. If the 
temporary employment agencies are doing well, it, means the busi- 
nesses cannot handle thefr owrf paperwork. This is another clue*' 
(,> that you would" find customers. $ .7 

3. Check out the other secretarial .an^ .word proceg^Lng services in 
the area. Can y6tx tell JLf they'vG^been expanding or &e&m % over- 
worke4? * 

4. Look at the types of businesses in the area.. Certain businesses 
, are "paper freaks/' Insurance companies, research firms, bank's, 

stock broker^, and particularly college* and universities air 
generate a lot 'of japer. Don't overlook small businesses and • 



• .7 . .' 

services. These peopie can't afford full-scale word processing 
equipment but still have many uses for a good word processing 
service. ^ .+ * 

5. j You can also attract large companies since" you are a-6le tQ handle 

© • 

the types of documents that they produce* $re there government 
agencies in your area? insurance companies, electronic 'equipment 
manufacturers, or chemical companies? research firms, schools, 
or universities? You can call them ai^d^ask'them how they are 
handling their paper work. You can ask .if they use 'outside ser- 
vices or have their own word processor. 

6. Talk to other people in the area. Talk* to the j>qpple who will be 
youi; "neighbors. " What do they think your cliance tff success is? 

7. Go to the* Chamber of Commerce., It has a list of businesses in 

v your community. See what information you can get by talking With 
successful business people. • 

y . 4 i , * \ 

Locations to Avoi, 




1. Don't locate \in a place with so many secretarial and word pro- 
cessing se/vices tt)at the competition wbuHd, be too great. 

2* Avoid communities that- are so.small (Less thaji 20,000 people) 
that you may have some very slow times. 



Where in That City? 



You need to be close to the people who are goings to use your 



ser- 



ERLC 
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vices. Where is the -business district or the university? That's where 
'you should be. . ! 



YoiKJLl need an office . If you're just starting out, it can be small, 
but you should have some "growing room." Two hundred sqaare feet will be' 
enough* Once you become successful, you will nedd more Sfe^ce fo*r person- 
nel, extra equipment, and filing systems, that you ljeep. ^ 

Tf 
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You'll need available parking . Having a few spacflte in front that are 
usually tak^K is not adequate. JLf your customers axe frustrated looking 
for parking^ they will blame you,- even thobgh you don't deserve it. 

% 

A copy service nearby (within a block) is another plus you can look 
for.. j Lots «of people will want several copies of what you do. If you 
have at copy service nearby, you can offer to have it copi<H for therii 
^without wasting *much of your 'time. 

Having a post office close by is also a big advantage. Then you can 
^-offer mailing "Service. ^ \ ^ 

A grpund floor location is good if you can afford it. Being very 
visible to street traffic i^s not essential, but it does bring in some 
customers. v 1 

' Here is apofcher list of things to^fcfrink about: 

• street conditions — lighting and pavement condition^; 

buildings — how they look, whom they attract; and 

• insurance rates for the areay-af f ected by "the crime rate, * etc. 

How important is location ? Mast people will tell you that choosing a 
location for £ny business is probably the most important decision you 
have to make. Look at a lot of offices. When you've na wowed down the 
field* to a few choices; hang out near them for several hours on a couple 
of different days. You'll get an idea of whether that location is for 
•y6u. 



Summary^ 

1. When choosing a lopatioa, you have to think ab^Kxt three different 
factors — personal preferences, the city, and an office within that 



city. 
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2. You 8houXd / check out the competition in the area — ftfr example, the 



othe 



r wor/ 



processing services nearby. You should also iook at the 



types of businesses that might be your' -customers. 



customers, 
great; cbmpetj 



3. You should avoid places where there is great; cbmpetition and very 
small communities (less than 20,000 population). 

4. You will need an office near the' business district or university, if 
possible. * v * 

5. Other things to look for are available parking,, a dopy service, and 
the post office. - / * * 

6. A good location is essentia^. Once you ha^ve'inade a tentative choice, 
spend more time checking it out. \ 



19 24 



\ ^ 9 Learning Activities 



Individual Activities 

1. When choosing a location for your word processing service, what 
. should you look for? 

a* A bus or subway line 

b. A business district or university 

c. A shopping center 

V 

2* Why l is checking the want 'ad9>'a good way to find out if a particular 

community would be a gaod place for your word' processing service? 
v • 

\ * 
» ' * / - ' 

3* Name some types of b\,islines s ses^that use a lot of paper** 

'■' ^ 

4** What population would .you need to support a word processing service 

a* At least 3,000 « 
* 

b. At least 10,000 v . 

c. At least 20,000 



Discussion Questions 

' . / 

1; Choose three cities that »are close* to your school. Answer these 
questions about those <5itifcsV ** 
a#* How many people live there? • 

b. * How ma^iy secretarial and word processing services does each one 

have? 

c. Is the area growing? How can you tell? * * 

• * * *•* 

d* Are there many small service businesses in these cities that ■ \ 

would use a wo&jrd processing service? 

— , ' .25 
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2. Based on what you found out, which city^in your a<rea would be the 

best one? If none of them is very good, can you suggest anotfce^ city 



you know about? 

1 



Became of the high price of gasoline and the hi^h numbers of mothers 
who yfnt or need to earn money j many people* are looking at having a 
small business that operates out of their home. Do you think a word 
processing service would be a good business to run out of^our home?,. 
Make & list of the advantages and disadvantages you would have to 
consider. 



Grou^&i^ty 



Here is a list of factors to think about when choosing "a city. Rate 
them in order of importance (from 1-10). There is no "correct" answer. 
.Discus's with the class the reasons for ygur gating. Try to*come up with 
a class rating. 

3. Number of wo,rd processing and secretarial services in the area 

b. Easy to reach — transportation available 

v * " * - j • ' 

Population of town and surrounding area^A 

Personal factors — personal preferences, family and friends nearby 



c. 
d. 
*e. 
f . 

g. 
h. 
i. 

j. 



7 

jprowth of area 

Income of population 

Weather (climate) ^ 

Advertising media available 

Nature and prosperity of industries 

Type of community — urban, suburban, farm, industrial 



\ 
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UNIT 3 



. Getting Money to Start 




Goal: To help you^pWn how to get money to start your 
busipesa^ 



Objective 1: * Write a business description for your 
business. ' 

Objective 2: Fill out a form showing $jfw much 

money you will* need. t 



v 
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SHAKING THE MONEY TREE 



Alan explains how he got hi£ first business loan — from 
friends. „ 

"I was on the- first committee that bought word process- 
ing equipment for Dacon Drug Company. So I knew that when 
I decided to go into my own business, it would take a lot - 
of seed money. > % 

"As a small business owner, you feel that your life 
.depends on the decisions you make. Office costs 
are mote or less standard. You pay* around $75 a square 
foot % in rent, arid you buy used furniture. That's not the 
hard part. 



>t^oi 



"The equipment is what *takes- a lot* of thinking- anji - 
investigating. Word processing equipment , can be very 
expensive. You can buy it or rent. You can get stuck with 
old equipment. You can pay for' features you may never use. 
You may choose not to have certain features only to find 
out how important they are. « *■ f 

"Once you've decided on the kind of word processor you 
want, you* have to approach your money people. I had man- 
aged to save around $4,000. That's enough for about one 
very good automatic memoi^ typewriter and a soft chairl My 
wife had around $5^000 she was willing to invest, / 
Through my friend Charley, I* was introduced to a loan 
officer at a bank. Shk said the bank usually didn't give 
money to my kind of business because usually the equipment 
was rented and there was no collateral. If my business 
failed, what could the bank take from the office? If you 
lend money to a bakery, at least there are ovens and a few 
cookies* left if the business fails. My 'cookies' would be 
some paper and a few typewriter ribbons at most — not vejry 
much collateral! 



"I ended up going to friends, people who believed in 
me. I wrote out a very careful^ business description and 
spoke _for long hours convincing them that I would inake it. 
I was good. They brought up a lot of objections, and I had 
to answer them. There's an old saying that when you shake 
the money tree, leaves and branches may. fall on you before 
you get the fruit. But I got the money I needed.". 
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Getting- Money to Start 



Ttie Business Description c " 

i 

*Alan had to write a business description — even to* get money from 
friends. A business description is, a^written" plan stating exactly 
what you want money for. You usually have to write -one if you want money 
from investors or a bank.- Lenders must think you have "done your home- 
work." They have to believe you are going to make it. They'll want 
answers tp these questions. - 

* Js there a need for your word processing service in the community? 
* Can you attract people to use your services? 

j Do you have the skills and experience to be successful with the money 
you have dsked for? * . * / M * " 

The business .description that got" Alan, hisT* money . Here's Alan's 

* business description. , * 

9 Name. of owner : Alan Chow * * 

* Name of Kord processing service ? Smart Word Processing Service 



3% 



Type of service : All forms of word processing, automatic typing, 
tape transcribing, and mailing list maintenance . % 0 

^ Location : ,5673 Olima Street, Westgate. This is a small *15 f by 20' 

jl 

office one block off University Avenue in the heart of the business dis- 
^Trict. I chose this location for severaL # reasons: 

1. I am within walking distance of many small businesses.' There are 
insurance and legal offices within^ a quarter-mile. * A -r 

2. 'There is a copy , service three doors away, and the post office is 
around the corner. 
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3. Although there is another secretarial service on the* other side 

of University Avenue, they cannot offer the same scope of ser- 

* vibes as I can. fc . / 

1 " : » 

Competition : There are six secretarial and other word processing 
services in this community^ While this .may seem like a lot, all of them 
are overworked. Iq^addition, I *nt»g^ing to specialize in providing a few 
services the others 'do not oflpr. 'wS' will be able to handle architectural 
and^ engineering specs, large catalogues and abstracts, and management ^ 
reports and surveys. JJne of the electronics firms in the area is begin- 
ning a commercial contract with the People's Republic'of China and has 
agreed to give me all of the material that needs to be translated. 

Potential customers : 7 • 

1. A check with the ^Chamber of Commerce indicates there ate over 
200 paper businesses in this immediate community* This includes 
electronics ^firms, research companies, insurance firms, and 
savings and loans associations. 

2. While this is not a big convention city, there are four conven- 
tions held here annually, and I plan to operate a free delivery 

service to the hotels for business people attending those con- 

• , - '.a 

ventions. 

• . 

Strategy for success : My service is called "Smart" for a reason. 
^Because of my experience, at Dacbn Drug Company,. I have managment skills. 
I can Took at clients* paperwork in^aj.1 their different departments and 
show them how-to produce and f store- all these documents in the least 
expensive way. I can save my clients* many business expenses. 

^ Writing the Statement of Financial Need 

The statement, of financial need lists what you will need ^to open your 
office and how much the items will cost. 
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Thq wojd processing equipment * Your equipment is important* You 
will .probably spend many hours deciding which word processor 
you* ^Evaluate: l / 

how, ebsy it~Tsr to operate; 

what it can do and cannot do ; 

whether it- can fit into other systems; * 

what. klnd.of service you can. expect from the vendor (seller); and 

. k how muc|i it costs * 

J 

Here are facts about different word processors: 

{ 

Type of System 



Automatic Memory 
Typewriters 



Comments * 

Can see on§ line before it is 
printed* 

Simplest of all word processors* 
Mostly for short documents 
because storage is limited* 
Easiest to use* Can sometimes 
add options* 



Cost 



Rent: $200-250 



Stand-Alone 
Mechanical Text 
Editors 



Can store .rflore information* 
Good for repeating the same 
document • 

You can edit in small amounts* Buy 
You can't see what you are typing* 
BoJLng replaced by newer models 
(becoming obsolete)* 



Rent: $345/mo 

$6,000-12,000 



You can see what you are typing 
Stand-Alone before it is printed (display)* 

display text Unlimited storage* Rent: $605/mo 

Editors Most advanced of all simple 

word processors* m Buy: $7,000-20,000 

Can do long- documents with lots 
of editing* 
* Can add options* 

• * U*ses a minicomputer* 

Shared Logic* Several typewriters (keyboards). Rent: $400-500' 

Systems can be used at once* 

» Good for very long documents * 

that need lots of editing. • Buy: $30,000 

and up - ' 
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You will also need a dictating-transcribing machine * Thfe mini- 
cassette is. probably the best, since most businesses use this kind of 
dictation* The tape moves forward by means of a foot pedal. You listen 
to it with earphones. The machine costs $17. 50-$30/month to rent or 
$250-$450to buy. { 

, \ 

The rest of your costs are similar to those o*f opening any small 
office business. 



Costs of Opening an Office 



* Item Range 

Rent for Office \ $300— $600 

(first and last month) 



Comments 



Security . Deposit 

Utility Deposit 

( inc luding ^|lephone ) 

Business License 

Office Furniture 
and Other Equipment 



Paper, Ribbons, % Of f ice 
Supplies and Saftware 



Legal and Accounting 
Fees 



Decor '(carpets, plants, $ 
-pictures) 



\$100~$200 

\ 

$\50~$200 



$ 25— $75 
0~$3,000 



$40C\-$2,0Q0 




i— $2,000 



Advertising (Yellow $100— $1,00*0 

Pages ad, newspaper ads, 

etc.) v 

Employee Salaries until $ 0 — $4,000 
Money Comes in 



$0 means you're good at 
scrounging, begging, and 
borrowing T 

Depends a lot on the word 
processing equipment you 
choose. 

At least one visit to a 
certified public accountant 
is a must. 

\J will be spending a lot 
of time here. The place 
should make you happy. 

A Yellow Pages listing is 
an absolute necessity. 
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<Item 

Owner's Pay-Curing 
Planning 

Fudge. Factor 



Range * 
$ 0— $3,000 

$5G0— $3,000 v 



Comments 



It takes at least four 
taonths to get sfet up* 

Mone^ foT emergencies* 



Summary 



To borrow money, you will need a written business description and 
statement of financial need* 
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Learning Activities 



Individual Activities 



1. yrite a description of your business. It can be short, but really 
think about what kind of word processing service you would like to 
own. Use your town or city. Put down a real place where it might be 
located. Here is what you shpuld include: ^ 

• Name of ovnerr.: 

Name of word processing service ; : ^ 
' Services provided: 

Location: * 

State one or two reasons why this would be a good location. 
Competition: 

Names of other word processing services f 

A brief summary on how you are unique 

Potential customers: 
* <j 

Who will use your service? List as many possibilities as you 
can.. 

\ 

Strategy for success: 

t 

What* will be your specialty? 
• What is your initial advertising plan to attract customers? 

2. Now that you hape a business description, you can begin to write a 
statement of financial need. It is simply a list of the money ydtT 
Will need? to spend, the money you already have on hanc|, and the money 
you need to borrow. To help you, here is a list of some of the ques- 
tions you will need to answer. 

a. Will you rent or buy your equipment.? 

b. Will, j^ou rent office space. or work out of your home? 

c. How much will you use on advertising (see Unit ?)? 
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On a sheet of paper, list the items (rent, etc*) shown in fche texts' 
for costs of opening an office* Fill in dollar amounts for what you 
think your business will need in each category^ At the bottom of the 
sheet, list the following: 

TOTAfc STARTING EXPENDS $ . 



TOTAL MONEY ON HAND 
TOTAL LOAN MONEY* NEEDED 



Discussion Questions 



1* When Alan went to the bank to apply fc*r a loan > he found on the 

application form some questions he didn't want to answer. They con- 
cerned his marital status. He had. been divorced' twice and thought 
that might count against him* What do you think Alan should answer 
if the loan officer asks about his marriage record? 

* c * 

2* One of Alan's friends who loaned him money got scared* He wanted his 
money back, even though they had a contract for two years* What 6 
other problems might come up when you borrow money from friends? How 
can you avoid some of those problems? 



- Group Activity . 

Many people become flustered when thinking about going to a* loan 
officer* What are some ways to prepare for your interview? 

Role play .an interview between Alan and a~bank loan officer* Make 
sure you think of how to handle the problem of * collateral* Analyze how 

well the "loan applicant" and the "bank dfficer" played their parts. 

v 1 
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UNIT 4 



Being in Charge 



Goal: To help you choose the people who* work for* you. 



Objective 1: List the information needed on a job 
description. • • ~ 

Objective 2: Choose the best person to work at you 
service 'from a list^aE three. «' - 

Objective 3: List one quality o£ a good boss. 

\ 

Objective 4: List two ways to keep your employees 
happy . 
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WHAT IT'S LIKE TO BE THE BOSS 



Alan's been an employee and feels he knows how to be a 
good boss. 

\ 

"Yes", I am a good boss. In fact, that is probably my 
best quality. I've worked oti the machines for a long time — ^ 
I know how hard it can get. I know the f rustr^ations'of 
having to do work over again. 

"I also know what it's like be±ng a worker. 3 It feels 
as if you're doing all the work.and someone else is making 
all the money. If your workers^feej. that way, they. don't 
do a good job. » Jhey get angry with^ou — : they take it out 
on* the machines. I believe. in working together. I run my 
business that way, and it's been successful. 

"We have profit sharing here#^If the business brings 
in over $10,000 a month gross (that's before we pay any of 
''the bills), I share the money with my employees. When times 
are good and people 3. re working hard, we've had bonuses of 
Over $300 a month.. « * \ 



"We also have meetings 'onc'e every two weeks. We joke 
^rourjd, eat lunch together, and talk about how the business 
is £oing. I talk about advertising strategies or buying 
..new equipment. The 'operators, talk about what's been both- 
ering them and what's been gorng well. We had a problem 
with smokers vs. non-smokers, but everyone wanted the 
smokers to ^ay with us.' 

-"I had a problem because I hired friends* I wasn't 
used to being their boss. I thought one of them^was not 
acting professional with the clients. It was hard for me 
L# teM him to 'stop flirting with a certain'dentist. He 
aaid tftat she liked it and thac it wa£ good for business, 
pnally, I told him that I was the boss and that we were 
going to get our clients by being nice and giving good 
service, not* by flirtfnc. It wap hard for me, but he 
11 s t ened • " 
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Being in Charge 



„ 'Many successful secretarial services are run by just one person. But 
by the time you have graduated to word processing, }&ou usually have added 
at least one and possibly more employees. You will find that as your 
business grows, you will W ^ptftiJing more and «nore time away f rom^ the 
machines. You Vill be ordering supplies and equipment, dealing with cus- 
tomers, organizing your advertising campaign, and doing the paperwork for 
, taxes, insurance and the like. 



Who will Fill Your Needs?—Writing the Job Description 

The first step in hiring someone is to write a job description . 

Listing the skills you want in an employee is a good way to begin. These 

might 1$e skills you would want an employee to have: 

!• must be%ble to type at least 75 wpm and be willing to learn how 

to operate a text editor; 

. 2. must have knowledge of English grammar and spelling; and 

3* must be a creative and independent worker. 

You also, need to think about vacation pay , sick leave , and medical 

benefits . * 
. — > 

, And finally, you have to think about, the office atmosphere . Aljjp^ 
Relieves in pTof it sharing, in office meetings, and in talking things 
over* You have to think about what kitfd of "ship" yqu want to run. Do 
you w&nt your employees to take part in managing the business? 

Here is the job description that Alan wrote for a word processing 
operator. This was sent to enjployment agencies, college placement cen- 
ters, and the local business school* A shorter version of it was placed 
in the want ads* of the community newspaper. 
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POSITION AVAILABLE FOR WORD PROCESSING SPECIALIST 
Duties: Operate a stand-alone text editor. Work will include 
reports, forms,, and mailing lists, 
equirements ,\ Must be able to type 75 wpm. High school diploma. 
Knowledge* of -English grammar and^ spelling. 
Personal: Must be x a creative and independent worker. Must U e 
^ . willing to attend office meetings, 'and help in the 

decision-making process. 
Salaty: Starting $6.00/hour 
Hours: 20 hours a week/flexible times 

Benefits: Sick leave, vacation pay, optional medical program 



Eeny-Meeny-Miny-WHO? 



/ 



Selecting the right person is a master of experience. It would be 
great if ^^could try out all your applicants for a couple -of weeks 
without having to pay them* Since you can't do that, you'll need to look 
at as much information as you can. 



n 



Fp4>Alan it meant: • 

• looking at each person's written application; 

• interviewing each person; i > 

• giving each person a typing tes£; arid 

• checking work references from past bosses. 



Training New People 

. 

If you can remember what it's like to start a neW job, you will prob- 
ably be a good boss. If you are like molt people, you were slightly (or 
more than slightly!) nervous. It seemed as if there was too much inform 
mation to remember and too many names to forget. You had a lot of ques- 
tions and felt a little silly asking them. « 
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Sometimes you can make the first day for new workers go a lot, better 
by just telling theqi not to worry, to take' their time, and to ask ques- 
tions. A good or even, bad jkke^ wouldn' 1 hurt.' Give t^hem something 
simple to do, not your most complicated statistical report, and above 
all, leave them ^lone! Just think of how you feel when someone Iceeps' * 
looking over your shoulder while you're working! * - 



Although being a good boss is only one of -.the many things "you '£1 do 
when you go into business,, it is central to success. When the people who 
work for you feel^goojd about their work, you 1 11 find that mo*ey t is only - 
one of the rewards of owning your own business.. - * * 



Summary n ' * * 

» • 

1. Alan found that by' profit sharing and by *giving*iis employees a voice 
in running the business, he kept his workers satisfied. 

2. As\a business owner, you will 'have many jobs to do besides running 
your machines. When you 'are overworked, you will probably have to 

hire new woVkers. * 

i 

3. To find the right person, you will need to write a job description 
that includes duties, requirements, salary, hours, and jJferhaps the 
of fic^ /'atmosphere 

4. Selecting the right person /zotnes frQtn experience. You will need to 
look. at each applicant's interview, application, typing test, and 
work references. ~" , 

5. You will probably 'be a good boss if you can find ways to put. your 
new workers at ease. . _ 
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/ Learning Activities 



Individual Activities 

1. What are some of the other activities* you would have to do as the 
♦ owner of a word processing service in addition to operating the 
equipment? 

2'. # Alan did not put his address on his job description. Do you think 
this was- ^ good idea? Why, or why not? 



♦ * * <?* ■ 

3., Office^ atmosphere is x listed as one of the things to tell people apply 

ing fo.r the job. Do you ^eel this is important? Why, or why not? 

✓ 

4. Here are the applications of three people who applied 'for a job with 
Alan. Which do you th^jc he should hire? Give your reasons. 

Name* Jerry Barker * 
Address: 44896B Tara Streefc, Westgate 

Education: Finished eleventh grade, lacks one English class 
• Work Experience: one jtear? Gardening and housepainting 

- * after school . x 

* * * • . 'one year: Typist,- All-Point Insurance 

lypipg:' 50 wpmj 3 errors 
'** mm *- Personal: Very friendly, very willing to learn,^ needs the 

money' 



Name: Pearl Linley 

Address: 5879 Caitlin Ave., Westgate 

Education: Graduated from State High School * , 

Work Experience: three years: father's grocery store 

one year: word processing operator at bank 
Typing: 75 wpm, 7 errors 

Personal: Quiet, nervous during test, had excellent references 

» 

Name: Neil Goldberg " 9 . 1 

Address: 8895 Cisco Ave., Westgate 

Education: Graduated from Westgate High School 

Graduated from State University (Major: Psychology) 
Work Experience: none * 
Typing: 70 wpm, 2 errors 

Personal: Has never worked before, would like to be, part of 
. office meetings, wants $8/hour 



Discussion Questions 



1. Tim Jackins works for you and is_a good operator. Lately, he has 
been having some troubles at home and is coming in late. His excuses 
are always ."good. " 'What is your po&ition on this? / 

• » 

2. TVo o'f your operators, S^ndy and Jake k> have "fallen for each other." 
They still do a good jot, but you have noticed that your other 

; employees^ particularly Frank, resent having to watch this romance. 
Morale in the office is down. What could you do to pick things up a 
bit? . ■ , . ' 

f 

3. Sharon and Iris are two applicants who want bo share a job. They say 
that together they will worle full-time. Both of them see'm to :> be good 
workers. What do you think are the advantages and disadvantages of 
having two people "job-share"? 
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4. How would ^you keep your employees happy on the job? What do you like 
as- an employee? 'What are your ideas about good working conditions, 
profit sharing, salaries, etc.? 



-Grqup Activity 

/ 

How would you fire someone? "Good-bye" is usually not enough. Many 
people have realized, after they have let someone go, that they created a 
lot of bad feelings when they' didn't have to. As a class,, write a list 
of "do's" and "don'ts." Here are some questions ftft ideas. What would 
you do about termination pay? How much "notice would you give? Would you 
tell the person why he or she was being fired? 
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UNIT 5 



Organizing the Work 



Goal: To help you organize the work of your word 
processing service. 



CJbjective 1: ?ill out a customer work order Term* 
Objective 2: Fill out a work schedule. 
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v „ CUTTING DOWN ON MISTAKES: 
HOW TO MAKE THINGS GO SMOOTHLY* 



Alan organizes his word processing \^:asks. 

M I guess the tw6 words that describe this business are 
'labor 'intensive^ 1 That means that everyone works hard! 
This is probably true in all service businesses. Service 
is oui; only product. \* 

f "Everyone wants his or her weyrk "completed yesterday— or 
the day before. Everyone wants perfection. All customers 
want to think that you have absolutely no other work but 
their proposals or their 1200-page, report. 

"People who come in here want jto know how much it's 
j^oing to cost, when it's going to be done, and what happens 
if there* are mistakes on it. I don' t blame them. My cus- 
tomers are paying money for me to do something for them., 
I'-m not running much of a service if I "can't get something 
out on time without any errorsf " v 1 

♦ 

"At first we just took work in, said we could ,get Jt 
done, and then stayed up all night. -You can only do that 
so many times before you're measuring your speed by mis- 
takes per minute instead, of words^per minute.* Now I have a 
work chart with all my workers' names on it, and I try to 
do a better job of scheduling work". 

"there are sp many different-* operations we can do with 
our equipment that I am constantly revising our work order 
form* Every time;we justify a line instead of centering 
it, or Xerox a letter instead of printing it, I change the 
order form so we won't make tffiat mistake again. 

"We have more than one person proof any document that 
requires more than 1$ copies. I can laugh about- it now, 
but the time we misspelled Christmas on a fundraising 
letter (we were doing over 10, 000 copied) , It" wasn't funny." 
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Organizing the Work 



Whgn the Work Comes In 

All typitl^that comes into a word processing service is called copy * 
There are many different types of copy* Some is handwritten, and some is 
typed* There are single- and double-spaced documents* Some people print 
with all capital letters* 'Therefore, the first form you should develop 
is a letter to your customers telling them the best way to present their 
copy* Yofur letter can tell them anything that makes your work easier* 
Here is pajrt of the poster on the wall behind ^Alan's desk** 

"Here are some ways to present work to usfe^r typing/wo'rd processing 
that will make YOUR bill smaller arid OURlive^ happier. 

• Call us about your work ahead 6f time when pos&Lble to make sure 
you can get your work when you need it* ? . 

, • Please let us know if your work has already been edited or if you 
want us to edit it as we go along (correct spelling and grammar, 
etc*)* t 

• Always write in pen. $0 NOT USE PENCIL. ' S 9 

• Please double space your ink-written work when possible* 

• Use upper-- and Ibwer-case handwriting, not all caps*^ 

• Never use yellow paper* White lined paper of heavy stock is 
best* Legal-sized paper does not fit on our typing stands* 

• . Leave a one- or two-inch margin at the bottom of each pgge. 

• Use ted pen for all editing on Revised editions* 

• Please proofread your work* We* will proofread only if you 
* specifically request this service*!" 

\ Of course, your word processing operators should still be prepared to 
handle work that does not meet these /specif ications! . 4 
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Filling Out the Work Order Form * 

i 

Sendin| a huge policy manual or statistical report ."through a text 
editor a second time is expensive. Ihat's where the work order comes in, 
Here ttf 5 part of Alan's wark order form. 



Name 



Address 
Rec'd, on 
Final 



Phone 



Draft 



Margins 



Spacing ; 

Type Style ' 

Xerox copies of each of 

Print y 



copies of each of 



Collate 



Special Instructions: 



Promised by ' 



Paragraphs 



originals 
originals 
Save until 



The work order form for your business may be different, • Make it as 

* * 

foolproof as possible. This will keep your production costs down. Have 
clients sign the completed form to show they agree with what's to be done t 



Who's Going to Do -It? 



A work schedule h$Jps you organize. As the work corned in. you can 
look at the schedule.^nd estimate when your machines will be free to do 
it. It will'^so force you to figure out how long a job will take. Your 
time estimates will start getting closer totality after .you start com- 
paring estimates 4 with actual completion times. A work, schedule is usually 
a chart of the hours you are open and the machines that you have working J 
for you. Each time you get a job, you fill in the machine you'll use and 
the time It will take. Here is an example. 



'Machine .#1 


9 am 


10 am 


11 am 


Noon 


1 pm 


2 pm 


3 pm 












Am 








Machine #2* 



















With many text editors ''you can "key in* and print out at* the v same 
time. If 'you have an automatic paper feeder, you will not tiered an oper- 
ator to be there jail the time.^ It makes more sense to keep track of the 
machines rather than pperators when you take in work. 

As the bofes of your~vord processing service, 'you will have to decide 
which worker will do what job. If the job requires formatting and lots 
of editing? you f ll want your more experienced operator working on it. 

How can you tell if, a job is difficult? Here are some reasons a 
document would be difficult to process: 

• poor, handwritten copy; 
i • high degree of accuracy required; , 

• lots of numbers; 

• careful proofreading needed; and a ,_Z 

• short deadline'. ~~ 

Budgets with lots of columns and numbers are the most difficult to' type; 
straight letters are the easiest. 



Do Not Forget Your Library 

■> 

There aire many "time-wasters" in this^ business. Having a machine 
"down" is a big one. 'Not being able to spell a word or not ktfbwing cor- 
rect grammar also wastes time. You need a good dictionary and books on 
g rammer and style. Each operator must have' his or her own technical 
manual on how to use the word processor. A notebook of work samples can 
£elp clients decide how they want their wolrk to look. 



Summary " * 

<■ 

Good cojjpunication between you and' your clients is essential. A work 
order form and machine work schedule will, help you organize the work. 
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Learning Activities 



m 



Individual Activities 



1. Which of the following statements is most true?' 

a. Yellow paper makes things easier to re£d. / 

b. Upper- and lower-case handwriting is, easier to read than all 
capital letters. :/ • o> * ^ 

c. Single- and double-spaced copy are e qua lly* easy to read. * ' ^jj^ 

2. Why ask for\ customer's signature on the work order form? 

< 

3. Fill out the work order form on* page 47 for Dr. Jim Marcello, 5549 
Tree Lane Drive, 896-8849. He wapts his work by 5 p.m. on May 4. 
Sma»t }tford Processing received it *May 2. T It's a final copy of a"? 
medical^ ^©or.t. He fanpe it swingle spaced with indented paragraphs. 
*He waiips you t c>|prjK t four copies of al||"30 pages. He wants them 
collated. He wants you to, save the material for one week. He wants - 
san serif elite type. If ttiere dyp any questions as to style, he 
wants to be called. f 



4. One day Alan got these work orders?, f » * 

a. Cal-House . Carpet Co. needed 12 one^ag^ letters to overdue clients 
typdd. . * 

b. Dr. Susan O'Connor needed a 90-page presentation prepared. There 
were many graphs and tables In the report/ . ' , 

c. Pine Cone Hardware Sto re needed to h«£ve «500 envelopes addressed.' 

Here's other information you need. An operator can produce about 15 * 
pages of straight copy in an hour. About 20{j^nvelopes can be printed 
, in an hour. Graphs, "charts*- tables, and footnotes tdke longer because 
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there is more work involved* Write a work schedule showing how many 
hours it would take one machine to do these jobs. ^**^*^ 

f 

c : 


• 




\ ... 

Discussion Question * 

• r 






John Helms has just come into your word processing service to pick up 
a report he wanted typed • He claims that the type face is wrong even 










though you know you filled out the work order correctly and the report 






was typed according to the work order* How do you handle it? 

• r 






Group Activity 




- 


Part of your job as an owner will be to do many things that keep the 


* 




business going* Here is a list of some of them* As a group see if you 




* 


4 

can "estimate the amount of time you would spend on" each activity. 






1. Writm^out the weekly payroll checks for four employees 


• 




2. Calling the Yellow Pag§s ad consultant about re-designing your ad 


- 


3* Dealing with an angry customer who 'wants his shipping schedule 






done again , 






4. 'Talking with one of your operators who came injirunk 




* 


,5* Meeting with a, tax consultant about getting a better £ ax break 




* 


6. Reading the morning mail — three bills, two letters, and sfix 






pieces of Junk mail 






Jf this happened all in one day (which ^s not likely, but possible), how 
much time would you have left fdr doing word processing work?* If you 
were completely swamped with work, which of these tasks could tfe put off 


• 


h 


for another day?* 

< 


* 


■ % 9 
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UNIT 6 



> 

Setting^Prices 



Goal: To help you aet prices for your word processing 
* service. 



Objective 1: List three things .to consider in 
setting prices for your service. 

Objective 2: Set prices for your word processing 
service after being given certain facts* 

f ■ , % - 
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IF YOU'RE NOT ALREADY CRAZY, PRICING WILL TAKE YOU THERE 



Setting prices- wa^Jiard for Alan. 

"Pricing is clearly the most difficult part of opening 
your own sefvice. It used to be that typing services just 
charged a dollar a page. Sometimes they made a little more , 
money per ftour because the handwriting was easy to read and- 
they could go faster. Sometimes they made a little less. 

- "Word processing -is a lot more 4 complicated. Work done 
by the page is definitely out. Pages 4on' t really mean 
anything. Sometimes you'll be using plages that were already- 
keyed in a while ago and you are just 'editing them. Some- 
times you'll just be printing out and you'll get about a - 
page a minute. 

✓ I 
"My pricing now is based on, something called blreak-eytfi^ 
analysis. Exactly how much money ^per hour do I need for my 
business to break even — not be in the red or in'the black? 
Obviously, if you want to have a paycheck too*, you have to 
charge more than your break-even point. All you have to do 
is figure out h$w much it costs to run your ..off ice by the . 
hour. In our office we're open 9-5, but with lunches and 
breaks we have 145 billing hours every month. *You must 
figure out your monthly expenses,/ divide them by 145, and 
divide that amount by the number of machines you have; then 
you have the hourly rate you need to dharge per machine. 

"The exception to this is repetitive letters. Most 
clients who want the sam6 letter typed With different 
addresses and salutations (the 'Dear Ms. Jones' part) want 
to know how much .the batch of letters will cost. We do a 
separate cost analysis for that to" see how much time it , 
will cost to print the same letter over and over again. 

"My biggest mistake at first was not charging for paper. 
Sometimes it takes a l6ng time to key something in although 
the final document will be only, say, 20 pages long. ' In 
that-case I pay for the paper? But when you do repetitive 
letters,. 'you use a lot of paper in a very short period of 
time. I charge the client for that." 
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Setting Prices 



All word processing service owners go about setting prices for their 

services in slightly different Ways. Everyone wants to make enough money 

* * » 

to stay in business and go to a movie once in a while. Some fcord pro- 
ceasing services go so far as to hire another company to do a "cost 
analysis" for them. The analyst, who knows word processing machines 
well, comes in and calculates estimates fot^ll these factors: 

• how many characters the machines type in a second; * 

• how long It takes to retrieve information from' a disk; 

• how fast the machine prints; and 

• how many restarts, corrections, aria retypings are done and how 
long they take. A 



Your Competition and Your Costs 

Even with all this information, however," there are still other ques- 
tions to be answered. These are the most important- questions to ask 
in determining your prices. 

What are people willing to pay for your services?' What does *tie com- 
petition charge? 

What is ypur break-even point -to cover your expenses? How Aic^i f 
profit do you want? * * 

What other factors make your price go up or down? 

«* Exactly what services are you going to charge to your customers? 

* » r 

What are people willing to pay ? In most businesses there is a '/going 
^ rate." It is the average .rate- charged by. other word processing seryices. \ 
All^jou have to do is call or go to the other services in your area (your 
competitors) and ask what they charge for their services* 
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The break-even point * Most word processing services charge' by the 
hour because clients are really renting the machines and the operator* 
regardless of the number of pages produced. It is possible to find out 
h'ow much It costs to riirf your office' for each hour you are open. 

V 

Monthly expenses * Just what does' it cost to keep your business open 
every hour? Start with bills you pay by the month. Monthly expenses are 
"bills that come every months^ rent, electricity, phone/ garbage pickup, 
salaries, rental cfiarge for your machines, Yellow tage ad, and clearing 
servite. When you get the total for your monthly expenses, diyide by>145 
hours in a month* .That is the hourly expense. (Remember, even though 
there are actually 168 working hours' in a month [8 working hours/day x 21^ 
the standard number of working days in a month], you tiave to allow time - 
for lunches, breaksr, etc. Estimate that you will have 145 billing hours 
each month.) - * 

Yearly expenses — these bills come every year. * You have to find out 
how much they cost perJiour too. Insurance, taxes, advertising campaigns, 
goodwill activities, ' paper and other supplies (ordered four times a year), 
and charges for a service warranty on your equipment are examples of 
yearly expenses. The. total of these has to be divided by 1740, the num- 
ber of hours in a year (145 hours/montffx^l^jr — ■* 

Other money spent or lost~ -these expenses are not exactly "bills." 
They are losses y*our business has Qvery year* They have to be counted as 
expenses too. Som6 examples are theft, bills that customers never paid 
(bad accounts), money spent for equipment that you would not be able to 
get back since the equipment is* getting >older (depreciation in value of 
the equipment), vacatipn" time, and sick leave. This total has to be 
divided by 1740 alio. 

Here is^Alan's expense sheet and the "cost-per-hour 
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Rent 



$300/mo 



300 
145 



$ 2.-06 



Text editor « $l,104/mo 
rentals 



1,104 
145 



7.60 



•Salary, two $lV800/mo< 
operators 



Yellow Pages $60\mo 



^ad 



Paper & 
4 supplies 




$l,000/yr- 



1,800 
145 



60 
145 



1,000 
1,740' 



12.41- 



.41 



.54 



Insurance $250/yr 



250 * 



1,740 



.14 



Bad accounts ^200/yr 



200 
1,740 



.11 



When Alan added up everything, he cafte out to $23.27 an hour* That means 

t , 

that ev e ry h our he, s pends $23*27* Since he has tw o machlnpgj garb m achine 
raust^take in at least $11.64 every hour for him to, break even. Alan added 
$8.36 an hour for money to put back into the business, his salary, and 
"down times." This money is also called profit . His total price per' ,> 
hour per machine, then, was $20. 



Even with all this- information, sometimes you have to think about 
other things when deciding on a price* n 



Things That Make the Price Go Up 



1. You can charge higher prices if you think that* the prifce you settled 

, 4 v ■ 

on won't last for long. If the state of the economy is such that 
expenses are constantly going .up, you can ^dd more to your current 
„ price so that you won't have to keep raising prices. 
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2. You can charge higher prices if you are the only word processing ser- 
vice in your area. 

3. You can charge higher prices if you provide special services, such as 
producing documents in other languages. TWis is because you probably 
will have to pay a higher salary to J more specialized worker. 



Things That Make the Price Go D own 

r 1 * 

1. Ydu may charge 1bs& if there are so many word processing services in 
the area that you have to use low prices to. bring in customers. 

2. If you enjoy working with a particular kind of client, you might 

* * 
charge less to get. that kind of customet to try your service. 

3. , You may charge less to regular clients. ' - , ^ 

\ 

Eventually you must deci4e. on a price for your services and develop a 
1 s > 

price list. Here^ is a fiAal price list that Alan decided on. 

■ ° SMART WORD PROCESSING "SERVICE: PRICE LIST 



Job 

^Standard word processing tasks 
Rush jotis~ 
Repetitive letters 

Set up master linens 

Pi'ay back , 

Mailing labels 

* Irjside address ■ ~ _ 

3 lines - , . 

4 lines . . 

* ^v. 5 lines ' % - 

« » 

Our paper 

Our envelopes . — 
personalized disk 
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$20.00/t|our 
$22.00/hour 

f 50^/line 
2.5^/line 
10^ e^ch address 

- u 

' H 

< 

C 

2i per shlet 
H each 
$10.00 



/ 
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Summary - 


• 




1. 


» c r 

Setting various word processing rates is complicated* 






2. 


Most pricing is based on: ".•<*. % 








a. what your competition is charging; * 




• 




b. what your break-even point *and profit goals are; and 




* 




c. £ .' the state of the economy, the number of word processing services * 


/ 






" in your area, the kinds*, of soecial services vou offer efr* 






3.' 


Pricing is usually based on time spent rather thai! pages produced, 


/' 






except for repetitive letters. , 




* 


i 




• 


♦ 
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Learning Activities f 

^ ■ 

Individual Activities ^ 

1* Why don 1 1 most word processing services- charge "by the page"? 

2. ^hat does the term "break-even point" mean? • 

3. When Alan finally got his cost-per-hour, it was $23.27. He then 
divided that amount by two. Tell why he had to do that. 

N 

4. Name two kinds of expenses in your business that are not actually 
M bills.- 

5. Why should you charge more for special .services? 



Discussioa Questions 

1. If alL the^jrvices in your area charged the same 



hour, what would you do? How wou 
do you thinly you might charge less? 



Id you justify i 




2. Name as many reasons as you can that might make your prices go up. 
Group Activity , 

■ .... ; •/ 

^ Here are some "facts" about your business.. Ea^h month you pay about 
$2175 in monthly bills. Each year you pay about $3828 in yearly bills. 
Other money through depreciation, etc. that you lose in a year is $348. 
You have two machines^in your office. 

59 • 59 . 



a* Figure out what each machine has to bring in per hour fox your 

, *• , * 

business fee breal^ even» " : 
b» Figure out how much extra you need for profit,, etc»" Other things 
to consider are: , * 

> » * 

ttiere are lots, of wond processing services in your area; and 

* * s 
inflation has been going up at the rate of 10% per year» 

Develop a price list based on your break-even point and the other 

* T « * 

. facts listed , Explain ^the reasons for your final price(*s)» 



r 
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UNIT 7 



Advertising and Selling 



To help you plan your advertising and selling. 



Objective, 1: Design an ad for your word processing 
service. 



Objective 2; Design an advertising campaign after 
being &iven a set of facts about a business. 
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GETTING JUE WORD OUT AND 
BRINGING THE CUSTOMERS IN 



Alan turns creative in his advertising. 

"Doing advertising was very new to me. When I worked 
at thfit drug company, I had nothing to do with tfie advertis- 
ing department. 

"I hired a friend to help me develop a Yellow Pages ad 
and a flier. When people started coming in, I asked them 
how they heard about us. When they said they saw a flier 
ox looked us up in the Yellow Pages, I started to feel good 
about advertising. 

.Eventually, within the first year, I T d say, most people 
S^S 6 to us.^because our, customers recommended us* Having - 
a good word processing servi1S%»4s very important to busi- 
nesses. You make them look good by making their manuals, 
-re p ort-s ,Land__lat tex s look-pro^easional^^Qnce you give a 
client good service, thosfe business people become your 
advertising. They tell people about you. Word-of-mouth 
advertising is really, the best advertising there is. 



"Last week I got a big. job from a mail order house. 
The marketing manager told me she heard about us from 
Raymond f s Key Ring" Service. When Raymond came in the next 
time,* I did hi's inventory list at no charge. He did more 
advertising for- me than 5(Jo fliers. Money can't buy that * 
sort of advertising. * 

"In the Beginning, we also jdid a door-to-door campaign. ' 
I hired college , students to go to all tlie businesses in otfr 
area,. They left a business card and showed, them a sample 
^ of our work with 4* li8t of the kinds of things we can do. 
Everyone knows -what a: typewriter can doi but a lot of people 
don't know what a word processor can do. We're, still * 
learning ourselves 1 I call on businesses in the area and * 
, try to set up appointments with office managers and small 
• business owners. I shoj* theyh what we can do, and I have a 

chart .that tells them how much money we can save them. I 
. invite them to come to the office to watch. You'd be sur- 
: v prised at howTiiany clients I've gotten just by changing the 
;r • ^margins on a 20-page document in a tenth of a second!" 



^ « Advertising and Selling- ' ^ x * 

) 

Every business needs clients. Until you have a number of qtiady 
clients, you need to spend a lot of your time, energy, and money getting 
the word out. Even .after your* business is rollings you need to spend some 
time on advertisings ^ 



What Kind? Where? 



Like other businesses, you have to advertise where the action is* 
Most word processing servicesv rely on: 0 <■ 

• * an ad in the Yellow Pages; 

• ^direct mailing and personal contact v with small businesses; 

• a letter or £lie_r_o,n bulletin boards at universities, copy shops 
and print shops; and 

^ goodwill* 



The Yellow Pages * An ad in the Yellow Pages is. very important. If * 
you have no ad in the Yellow Pages, you have no word processing clients. 
Seventy percent of your clients will get your name that way. Most word 
processing services delay opening their businesses until the-, new edition 
of the Yellow Pages has their name in it/ The Yetlow Pages sales depart- 
me nt 4ri.ll. help you design an ad. « But you need an idea of- what you want. 
•Your' ad should .have theste parts: " ' . ' 

• headline — the largest letters should be eye-catching; 

• illustration— 'a drawing; ' > 

• copy — word's^ you use; > * 

• layout — 'how you arrange your ad; and 

if # identification — your business* name, phone number, and address. 
You must tell people: 
\ • who you are; 

• where you are located; 
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' • what services you provide; ^ 

• what hours^ y-otuara-available; -and 

• why someone would want to-choose your wor4 processing service. 

The ad must be eye-catching and honest. Many companies know that 
being near the beginning of the list is also a plus. Think of a name 
that begins w^ith A or B» < * 

^ Direct mail and personal contact . Once you' ve> written your Yellow 
Pages ad, you can use a "variation of it on a postcard or flier to send to 
the businesses in your area. Your flier should be an example df-your 
best work. ' Obviously, you should use your^memory typewriter qp^frext c * 
editor to write the letter. Then your potential clients can see how a 
word processor works* w * 

Since- you can expect about a 1% return on your darect mailings, you 
sttould aim to send out at least 1000 per week in the beginning of your 
/ampaign.. 

% it * 

Personal contact always makes the most impact. Actually go to busi- 
nesses, introduce yourself, and make your sales pitch. It takes a lot of 
Lime and can be *dl^cmrra;g!^ but no " 

thanks in one day, you may decide to throw your keyboard out the nearest 

window. When you do venture out, however, be sure to have with you a 

• * < 
sample of your work that you can leave with the business you call on. 

Ke^ep track of whom, you see and what they say. You may want to follow up 

on people rater* 




Writing on the wall * Don't forget the lowly bulletin -boar**- There 
are particular places that are perfect for posting your flier* If there 
is' a college or university nearby, you should make a day of it* Put; 1 a 
flier on all the general boards in each office, department, and dormitory* 

Print and. copy shops usually have bulletin boards — or perhaps.a place 
to. leave your business^card. You can'also offer the print shop 
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and copy shop owners a sort of "reciprocal trade agreement You'll tell 
pedple about them if they, will^tell people about you. 

To make yftur flier or poster really work , you might want to figure 
out a way for people to c.ut off a coupon with your name and address on it 
and Leave the flier still posted. Also, bulletin boards get cleaned 
regularly, so you should ra^ke the rounds again at least once a month. 

Goodwill . Gdodwill means creating good feelings about your business. 
It is the thing that makes people think of you as "that nice person over 
at the word processing service." -All business-owners who think about 
generating goodwill as part of their advertising does it differently. 

% Alan Chow did a fpee inventory list for Raymond. 

• Ultra-Word, a very successful word processing service, sponsored 
a Christmas party for an exceptional children's school. 

• Maggie Arner, the owner of Right Word Processing Service, spon- 
sored a women's baseball team. 

• Josh Levine, owner of Levine's Professional Services, offered, 
three free letters to any client who brought in $100 worth of 
business. " r, 

^Sometimes it doesn't seem as i/f theae activities bring direct results, 
but they do. Th£ mare' gene^l contact you ma^, the more people will 
remember you when they ne£d a word 'processing service. 

' How much money does it take ? Here is a lifet of costs for some, of the 
ideas mentioned. * v 
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MEDIUM 



COST 



Yellow Pages (cost depends 
r on size of city) 

Population 14,000 
Population 110,000 
Population 700,000 


• 


Bold 

1/4 page 1/4 column' Face ' 

\ 

- $ 40/mo $10/mo $3/mo 
$115/mo $29/mo $4/ms 
$193/mo $49/mo $5/mo ■ 


Direct Mail' 




$.20/item — includes printing, 
D0sta££« and handle ne ^ vnur t-fniP 
counts) 


Goodwill : 

Free inventory list for 
Raymond 




2 hrs. at $20/hr. = $40 


Ultra-Word's Christmas 
• Party 




$125 V 


Right Word's sponsoring 
Baseball team 


a 


$1000 



What to Remember. • • 

A' 

The -most successful word processing services are ones that advertise 
in the Yellow Pages and in ojther ways.. Money spent on advertising is not 
"extra money." . It's as important as the money spent to buy equipment. 



Summary^ i 

1. Part of, your advertising is educating potential clients as to what a 

word processor can do. 
,2. Your advertising will depend on the Yellow Pages., direct mailings, 

personal contact, bulletin boards, and* goodwill. / • 

.3* Money spent on advertising is. just as important as money spent on 
, equipment. „ • * " s 
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Learning Activities 



Individual* Activities y 

1. What are the five parts of an ad? 

« 

2. Design an ad for tbe Yellow Pages. 

• Use 8-1/2*' x 11" papers (Most people use paper bigger than the 
actual ad will be* A special camera reduces the size later*) 

• Be sure to include all the important facis about your service* 

• • Include all parts of an ad* Even i'f your artwork is not perfect, 

* draw, a sketch to^ show your ideas. * - 

i *' 

3* Call the Yellow Pages sales department in your area* Ask for a price 

* i 

list on different-sized ads. If there are? other cities nearby, call 
them also* 

• r ' * - 

4;. <Na me th ree ways to inform .people of your service. * 



Discussion Quest ionsi • * ' /* * * * 

1. Read'the «ecfion on "Goodwill. " Braiftstorm with your class ideas'ta 
Advertise your word processing service that could come under th^ls 

heading.* > 

• " « *, \ 

* * - _ » 

Remember: "Goodwill** is anything that makes people feel good about 
your business. * \ - t " - 

2. Shelitha Johnson is just startiri£*"her word processing service. She 
.is Agoing to spend $3,000 to advertise' £or the entire first year. 
Cook at the chart on page $7 and plan an advertising strategy for 
her. Name four different things she can do. At least one should be 



goodwill* Remember to multiply by 12 (months in the year) the monthly 
amount for Yellow Pag^s ad* , • * 

0 * *\ 

3." Many word processing services advertise in the Yellow Pages under 
."Secretarial Service*" Why. do 'you suppose they do this? 



Group Activity * 

1 * 7 

Many businesses adopt an "image" when setting up their, advertising*- 
Here is a list of possible "images" that your word processing service 
could take* Discuss, the advantages and disadvantage's of each* Which 
image do you Jthimk wfeuld bring in the most clients? y f 



* Conveja^nt service 
Intelligent vservi?ce 
Professional service 

'n Friendfly 'service 

; 

Personalized service 



Accurate service 
One-stop service 
Complete service 
Fast service 
Cheap service 



Invent »t^j^ slogans that could be used to present various "images" 
for a word processing service* 
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UNIT 8 



Keeping Financial* Records 



To help you learn how to keep financial records for 
your word processing service. 



Objective 1: Fill out a bill for a customer. 

Objective 2: Fiil out 'a daily cash sheet that 
records money coming in and going out of the 
business* 



69. 



\ 

7*2 : 



DOING THE BOOKS 



Alan discusses the importance of bookkeeping. 

"Most people hate keeping records, writing out the 
bills, and 'kefeping track of everything i For me, it's a 
nice b'reak from the hassles of the machine. 

"When you p^y attention to] fhe books, you also, learn 
where all your money is going and who your best customers 
are. I never do the bookkeeping quickly. , I never think of 
it as a job that I should ru^Ji through. *I'm not in the 
business i to give out free service," and unless you're pretty 
good at keeping records, that's what you end-up doing. 

"Unless you know bookkeeping, you need a bookkeeper to . 
set up everything for you. When I spoke with her, I had 
her explain everything to me — how I bill,* how I pay my 
workers, the monthly balance sheets, the cash flow charts, 
everything. It was money well spent, and I learned a lot. 

"The first step in good billing practice is telling 
your workers how to record the time they spend on a project. 
We do it at fs-minute intervals. That gives us more flexi- 
bility than by the hour. They put the time spent on a 3x5 
card that has the client' name on it. I make out the 
bills once a month from the index cards. 

"The one-time-oaly customers have to pay when they pick 
up their work. I ask new clients if they think they will • 
return during that month. If they say yes, I tell them 
that the next time we can establish a credit system if "they 
want to. Credit billing takes time and £osts*you money, 
but the big businesses "expect that service." 
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Keeping Financial .Record* 



Keeping financial records is a mustr^or any word processing s.ervice. 
In this section you will learn how to bill your customers so that you can 
get paid for the work you do. - You will also learn how to complete^ cash 
sheet that records the money coming in and the bills paid on a given day. 



How to Bill 



\ 



How your bill looks depends on your method -of pricing.* Every 
customer should have a bill, even if he or she pays you in cash over' the 
counter. That way you'll have a record of what you've done for whom. A 
bill should also be itemized* That means that you should write down the 
reason for every charge. Here is Alan l s billing form. 

/ 9 . . 





CUSTOMER BILLING FORM 


* 


Customer : 


* 






Anount 


Payment Balance 


■ Date 


Description of Work Charged 


Received Due 




i 
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Keeping Track of Time Spent 

Alan keeps track of the time spent on each client's work. Here is 
part of a client work card: 



Date 

5/2' 

5/4 



Work 



Time 



Med. Report 2 hr* 
22 pages 

Rep. Letter .75 hr. 



Operator Comment s 
Mark 



Proof carefully 
against draft ' 



Mark 



The column for comments is to alert the operator to <any problems in the 
work. 



The client paid for the medical report when he picked it up because 
it was his first time at Smart^ Since he liked Alan's work, he^ came in 
twice more. Afan then set up a credit account for him so he wouldn* t 
have' 'to pay .each time he uses Smart. 4 



There are also devices that hook up electronically to word processing 

machines and record, to the second, all -t^he time spent on a given project. 

These devices are accurate and can be turned off when the operator takeg 

a break. This way the client is paying for exactly the* time spent on his 

or her project. Many word processing services use them. 

* . . *' 

• * 

Easy Come, Easy Go — the Daily Cash Sheet 

If all goes well,, you will be receiving money every day that you are 
open. Some people wilt pay when they pick up their work. Others will 
send you checks in the mail. Keeping a daily record means that you'll 
know exactly what is going on in* your business. 

— * 

On the other side, you will also have to pay your own bills. While 
you may not do this every day, you will be doing it throughout the moi^ch. 
Your telephone bill will be due one day, and your rent will be due on a 
different day. 
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The daily cash sheet is filled out at the end of every business day. 
You clear out the money and checks in youy locked drawer, get. your 
Tjusiness checkbook in hand, and fill out t(he cash sheet • One day Alan 

^these are the checks he made out for the day: 



Sally Newcombe (landlady) $300. 00- 

Lad Wholesale Office Supplies 125.00 

The College Bookstore 80.00 

The Copy Shop (for fliers) - 50*00 

Total ° $555.00 



This is what Alan's cash sheet looked like. 

/ 



4 



DAILY CASH SHEET 



Cash Receipts 



Cash Payments. 



Cash Sales 
Credit Sales 



$~355 



235- * 



TOTAL CASB> RECEIPTS $ 590 



Salaries 

Building Expenses 
Equipment Rental \ 
Supplies 
Advertising 
Other / 

TOTAL CASH PAYMENTS 



300 



205 



50 



% 555 




If .you look at, this* it doesn't seem as if Alan made much money. 

Mo9£ businesses, however, do not look at their profits on a' day-to-day 

basis^ To find out how much money he is. making, Alan would «Look at his 
• * 

yearly profit/loss statement. We will study that in the next unit. «. 
Alan will use his" daily cash sheets to help him keep monthly and yearly 
records. 
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You probably know that there* is much more to keeping records than 
this. You also have to complete employee records, payrolls, income tax 
forms^ and others. Keeping good records — rather than making your life 
harder — should make it easier. 



Summary 

Customer billing forms and daily cash sheets can help you ke^p clear 
financial records. 




Learning Activities 



Individual Activities 



1. Why do you think Alan doesn't give credijt accounts to first-time 
customers? * 

2. If Ala^i were charging $20 per hour, how much would 15 minutes cost? 

3* Here is Alan's card for Luis Santo, who is writing a master's thesis* 

Luis Saflto * 
449 University Way 

489-6637 , . 

* P ate ^fork • * Time Operator Comments 

r * 5/4 ^ Master's 6*5 hr. A.C. some single spacing 

5/5 " Master's - 7.0 hr. A.C. 

5/8 ' Master's 5.5 hr. *"A.Q. 

t 

Fill out a customer' billing form for Luis* Use** Alan's billing form 
in this unit. The charge is $20/hr. Alan h^ not received any payments 
yet from Luis. , ■ 

* 

4. Fill out Alan's- daily cash sheet for May 16. (Use the form on the 

• • «», 

next page.) 

Cash received for the day's dbrk $400. 00/ 

Checks received on past work 

Willy Smith 26.00 

Norma, McCurdy 9 78.00 

. Al Fukawa 455.00 
Checks paid 4 .* 

A.R. Word Processor Supply. 560.00 

MarkWatson (salary) _ 400. 0Q 

All-farm Insurance >j f* * 83.00 
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Cash Receipts 



Cash Sales 
Credit. Sales 



TOTAL CASH RECEIPTS $ 



DAILY CASH SHEET 



Cash Payments 



Salaries 

Building Expenses 
Equipment Rental 
Supplies 
Advertising 
. Other 
TOTAL CASH PAYMENTS 

~m '—— 



discussion Questions 

1. Many word processing services charge a -$5.00 minimum fee. That means 
that even if they type for only five minutes,, they will charge $5.00. 
From what you know about keeping records, why do you think this is so? 

2. Lately,, more and more people halre been asking Alan for credit - 
accounts. Some claim it is "easier" for them to write one check at 
the end of the month. Othets say that they are "short of cash." 
Discuss *fie advantages and disadvantages of havlngT~lot of credit 
accounts. 



3. , Tight Tilly never off ers jjredit. She claims that the added bookkeep- 
ing and tne rotten accounts are not worth it. Loose Larry gives 
credit as if It were water. He says it makes people f eel. good about 
themselves and brings in a lot of business. What do~you think? What 
would be the things you would look for in a person before deciding 
whether to offer him or her credit? 
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Group Activity * " 

Make a list of the kinds of recor&s you might ne§d to keep if you 
Qwned a word processing service. Design a customer billing form for your 
own servide. Include your name, address, and slogan (from Unit 7). Also 
indicate when bills should be paid. 
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UNIT 9 

Keeping Your Business Successful 



Goal: To help you learn how to keep your business "in the 
black." 



Objective 1: Figure out the net profit, profit 
ratio/ and expense ratio after being given a 
• specific business situatipo. 

Objective 2: State one way to increase profits in 
a business that ifel losing money.* 



< 

if* • 



'Objective 3: St^fc 6ne way to increase the number 
of clients you hav3* by changing or improving your 
service* 4 



l 
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PROFIT OR LOSS — THE NAME OF THE GAME 



Alan talks about the success of his business. 

/'You know, it's very exciting getting that first check. 
No matter how small it is, you have the feeling that you're 
successful — that your business is going to make it. And if 
your operators *are busy and you're rushing tb meet dead- 
lines, you never stop to think about /whether you're making 
a profit. \ 

"But profit is a strange thing. Yo\i can produce a lot 
of documents, be busy all the time, and still not make a 
profit. What's worse, you may not even know that you're 
losing monqjy! Handwork does not guarantee a successful 
business. 

"About a year ago 1^ was.* working like crazy and the 
business was bringing in lots of money; yet I was barely 
meeting my expenses. My profit/loss statement showed me . 
why. Every single one of my expenses was slowly going up. 
The landlady raised my rent, the cost of paper was going 
skyhigh, and I had given everyone a raise because I thought 
we were doing so well. 

"Also, when I^figured out the cost-per-hour of running 
my shop* I~ thought I would be on a machine at least most of 
the time. But between bookkeeping, advertising, and peal- 
ing with the customers, I could Qnly key in about five 
hours a day, tops. I was losing $40 a day just because of 
that! 

"Most people think that you hkve to raise prices to 
make more money. But there are lots of other things to do 
besides that. I took a very long lpok at my expenses*' I 
vowed I would cut each one of them down some way. I looked 
at the types of clients I wanted to attract — perhaps 
there was more money there. Being a gctod businessperson is 
more than just raising prices." * 
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• / Keeping Your Business Successful 



In this unit you will learrf how to judge whether your business is 
financially successful. 



The Profit/Loss Statement 



A profit/loss statement shows:, how much people paid you in cash and 
credit sales (revenues); how niuch you paid for paper ( cost of goods sold ) ; 
and how touch it cost you to run the office ( expenses ) , 

It would be wonderful if you could look at all the money you took in 
and call that you*** profit. #ut you can't. Once you pay all your bills, 
you might have made nothing or have even lost money. You must^look at 
your net profit , which is the money left after you pay your \expenses. 
Net profit is revenues minus cost of goods 4 sold and expenses (income 
minus bills) • , 

Figuring the Profit Ratio 

To' know how successful your business really is, you should look at 
your net profit and some important' ratios. Ask yourself, "What percent of 
my income ended up as profit, and what percent ended up going for 
expenses? 11 Let's look at Alan's profit/loss statement and compute his * 
profit ratio and his expense ratio.. 



TWO-YEAR PROFIT/LOSS STATEMENT 



Revenues N 
Cash Sales 
Credit Sales 
' . TOTAL 
Cost of Goods Sold 
^ Gross Profit 

Expenses 
» Salaries 

Building Expenses 
. Equipment Rental ( 
Supplies 
Advertising 
Legal 
Insurance 
TOTAL 

Net Profit . 



f 

Jrii 



Year 1 



$ 60,000 
40,000 

$100,000 
2,000 
98,000 



27,000 
4,100 
15,000 
1,000 
. 2,000 
4500 
400 
$50,000j 

y > 

$48,000 




■ $ 40,00.0 
- 70,000 

$110,000 
2,200 
107,800 



30,000 
5,100 
17,000 
2,000 
3,300 
500 
400 
$58-, 300 

$49,500 



These are the equations .for figuring profit and expense ratios. 



t> cj. Net-profit 

Profit ratio = — - — c 

/• Revenue 6 



_ Expenses 

Expense ratio = a r 

Tlevenues 



Year 1 
4a, 000 



100 woo 



= 48% 



50,000 _ , m 
100,000 " 



Year 2 

*9>500 . 45% 
110,000 , OA 



58,300 sr/ 
110,000 " W 

. s 



Alan's business had mote income during "the second year. His profit 
went up a bit, too, but not as fast as his expenses. This meant thatt , 

*r ' 

his profit ratio was lower and his expense ratio was higher* 



* There are four Ways to make the profit ratio higher: (1) increase 

your number of customers (sales); (2) raise your prices; (3) ldwer your 

expenses; or (4) expand your services. Each one of these takes a lot of 
thinking and means taking same risks. 



Increasing the number off clients means doing more advertising and , 
more selling* It p^o'bably means investing more money • You will also 
have to spend more time away from the keyboard finding clients. You may 
join civic groups, 4o door-to-door selling, or send out more fliers/ You 
will have to look at how each of your clients found out about your ser- 
vice in the first place and put more energy into those areas of advertis- 
ing that^were most successful. * 

r 

*■ 

> v t 

Raising your prices may seem like the easiest way to raise your profit 

ratio. »It is not that simple. If' you become one of the more expensive 

word processing services, you may lose customers. 

* * 

Reducing your expenses can help. Look at every expense-.-particularly m 
the big ones. Salaries and .equipment rental are big expenses. The smaller 
expenses are harder to decrease, but they should be looked ov^r for pos- 
sibilities. Ask yourself these questions. 

• . Can you hire people for less money without hurting t.he kind of 

/ • 

service you are giving? 
* ** * 

• Can some of your employees learn the bookkeeping end 'of the bu3l- 

nessto,cut down onyour accounting fiees? * 

• i How much are you paying for paper, ribbons, t and other supplies? 

~~ean~you ~£ind-a- Wholesale outlet that will;, take your order? Per- 
^ » ■» ■ 

hap fc s if the bi*Lk rate is too much volume for you, you could team 

S V v* 

up with a printer and place your order with him .or her. 
« - 

• HaHr6 fou figured y.out cost-per*hour correctly? Hidden costs like 

employee benefits or down ticje may be tfie treason yaur business-Is 
suffering. ' • 



• 



Expanding your services * Many word processing services find that the 
best way to increase their profit ratio is to offer new services* 

• Do any of your operators know a foreign language that might }>e 
useful to your customers? You could offer to do copy in differ- 
ent languages. 

• What special types o£^ businesses aje in your community? Could you 
— af feir^them^spexrtai^ervices? . For example, in Los Angeles and New 

York many word processing services do scripts for movies and , 
television, 

• Can you offer pickup and delivery service? Some people will come 
to you just out of convenience. 

• Do youknow someone who (foes bookkeeping? (Jan that person send 
more people to you? * 

• Can you set up a mailing setvic^ * 

/ ; 

/ 

/ 

•< 

Summary 

The profit/loss statement shows your revenues and expenses. It helps 
you figure. your profit, profit ratio, and expense ratio. There, are sev- 
eral ways to try to raise your profit ratio. 



/ 
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Learning Activities 



Individual Activities 



1. 



Here is a profit'/Xoss statement for Executive Word Processing Service. 
Compute the net profit (in dollars), the profit ratio (iTT^ercent) , 
and the expense ratio (in percent). '* • 



TWO-YEAR PROFIT/LQSS STATEMENT 



f 



Reve nues * 

Cash Sales 
Credit Sales 
* * ' TOTAL 

Cost of Goods Sold 

Gross Profit 

Expenses 

Salaries 

Building Expenses 
1 . Equipment Rental 
Supplies 
Advertising 
Legal / 
^Insu rance, 
. ' TOTAL 
Net Profit. 



Year 2 

$30,000 
20,b00 

$50,000 
1,000 
49,000 

$10,000 
5,000 

" 5,500 
^500 
2,500 

25J2. 

" 250 

$ 24', 000 " 
"$ 



12% 



Year 3 

$25,000 
35,000 

$60,000 
1,200 
58,800 

$16,000 
6,000 
7,300 
-° 600 
3,400 
v . 250 
250- 
$ 33,800 
$ 



100% 
2% 



_% 

% 



2. • Which v^s a better year for Executive Word Processing Service? 



3. Name two ways to Increase youy profit ratio # 




Discussion Questions 



!• Alan heard of a word processing consultant in the area who charges 
"$100 an hour to come to an office and make suggestions^ Alan hears 
she is excellent • Do you think he should hire her for a couple of 

hours of advice? The c onsul tan t says it usua lly takes her about 

------ " ^ t y 

' three hours to complete the work. 

2. Alan's wif£ wants AUn to get out of the business. She claims that 

f 

since his profit ratio went down during the second year J he isn't 
much of a businessperson. Pretty soon, she tells him, he'll be 
losing money. What advice would you give Alan? How much does it- 
matter that Alan is losing her support? 



3. Alan has heard that there is some prejudice against Chinese in his 
Jarea. Whether or not this is true, how do you think it affects 
J Alan's ability to mafee decisions about his business? 

Group Activity 

List as many different things as you can that you would have tp do if 
you owned a word processing service.* Here are some examples to get you 
started* * 

• Call the telephone company to get hooked up 

• Check out severaj. places for the best location 

• Interview people to work for you 

• " Order paper and supplies J - * 

- . N - • • — 

After you have your list, see how you feel about doinfe each activity. . 
Give yourself three points if you would enjo^ dcALng that activity, two 
^points if you wouldn'*t "bind doing it, one point if you would do it but, 
wouldn't- like it, a'od 0 if you. wouldn't do it, no matter what! There are 
no "correct" answers. , And the person with the most points doesn't "win." 
The point is for you to see if owning a word processing service might he 
for you. , * ' 



-t • - 

— SUMMARY 



This module has been about owning a word' pro£essing: 
seyvice. ' To start a small business, you n^ed to do lots *of 
planning. First you have to be sure that owning a small " 
business is right for you. Then you have to decide what ser- 
vices to offer, how to compete, and what legal requirements 
to meet. * 

To pick a good location, you have to find out if customers 
would use your^ business. Then you have to get money to start. 
That means , showing a banker that your, idea is a good one. * 

Being in charge means ^dividing the work and hiring good 

workers. Then you must keep track of Jobs to be done and who' 

« 

will do them. 

( 

"Setting prices means figuring out the lowest price you 

can charge to meet your expenses and thd highest price* you 

can charge and still be competitive. To do this you need 

information on your expenses and on your competition's prices. 

• • • 

Advertising and selling are the ways you g^ customers. . 

The good things your business does in town are called good- 

* . - ' 

will. These are alL important ways to help your busings . 
sufcceed. » - * .* 



You sh9uld keep good firiShcial records so you will know 



how the business is doing^ Then you' can decide if you can 
expamd your business or if you need to cut it back. 1 



^7 

In order to owiuand operate a successful word-*processing 
t service, you need training in word processing, work expedi- 
ence, and the special business management skills we have 
covered in this module. If you have not had a course in wbril 
processing,* you shoul_cLj£ake one before deciding to .own a word 
processing service. You can learn business management skills 
through business classes, experience, or by losing the advice 
and example of an expert. 

You may not° make a lot* of money by owning a word process- 
ing service. However, you yould have the personal satisfJt- 
,tion of being responsible for your business ajid making your 
own decisions. Think about how importajprt these things are to 

you in considering whether you should start your own word 

• v 

processing service. 
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QUIZ 



List three services a word processing' service might offpr. 




b. 



Which statet^jnt is most true? 

a. To o,wn a word processing service,, you probably should 
have worked as a word processing operator for a while. 

b. You don't have to^ be really' good in English, since 
you are always copying someone else's work. 

c« ltife-ffc isn't much pressure having your own business 
because you are the boss. 



of tfle foil 



Which of tfne following is probably the most importaftt for 
being successful? , 

a. Having a good-looking office 

b. Doing error-f.ree work 

c. . Becoming close friends with your customers * 

\ 

Which otte of the following would a,word processing 
service probably db? . • ^ * 

a. Lay t out and design a\ advertising . flier 

b. Produce a statistical report for an engineer 

c. Make calls for a doctor who had an emergency' ' . 
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5« Which of the following would be a good place for a word 
processing service? 

a* A small farm town that has no other word processing 

service / m 
a- 

b* A city of about 35,000 most of whom are retired 

-*~'c« A city of about 2fr,000 with a large rese arch firm 

6* List three parts of a business "description* 



b. 








c. 









7* Which of the following should appear in yoifr .statement of 
financial need? 

a* fl Hoj| much money you made on your last job , , 
b« * How much you c^tn invest 
c« How much yo.ur parents % make 



. Which .information would you need to put in a help-wanted 
ad? " . " 

a. Salary, benefits, and hours * 

b. Personality type, age, and sex wanted 

, c« Directions to the office . . «. 

9* IS this were the only information you had*, whictf person « 
would probably be the best operator for you to hire? 
a* A high school student^jgho typeg slowly bi$ accurately 
/, t ♦ A salesperson who wants to be word processor- 

c« A married woman who types fast but makes mistakes 

> • r » 

10* * Ann Dupont's starting expenses for her new word 

processing service ^re $24,000* She plans to use $8,000 
* ■ * « ■> 

of her'own money and $5,0Q0 of her parents'* How much 

money will Ann need to, borrow? 



\ • ...... 90* 
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11. Which statement is most true? ; 

a. Each operator should have a dictionary. 

b. Each operator should 'be a perfect speller. 

c. Each operator should know another language besides 
' English. - 



12v List three things to consider in setting prices for your 
ward processing service. * 



a. 
b. 
c . 



13* Which of the following is useful in hirtng' employees^ 
a. Job descriptiori * 



b. Business description 
c^ Work ojrder 
d. Worlfc schedule 



14. Which of the following is the least effective way to 
advertise your word processing service? 
-sa» A 15-second spot on the radio , 

b. A quarter-page Yellow Pages ad 

c. A flier posted in a print shop 



i5i — Whi ch of - t he—following is an example of goodwill 
advertising? * 

a. Putting fliers on cars 

b. - Selling^ttoor-to-ddor 

c. Sending Valentine candy to your customers 

16. -List thrfee types of information needed on a customer 
billing form. 

a - : i ; : 

b . • - r ■ ~ • 

I 1 = ■ 
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17. The daily cash sheet tells you: 

a. \ow much your customers charged that day. 
h. how mucfi you spent thart day. 

c. how much profit you'll make at the end of the aonth. 



18. What is -net profit? ' * 

a. Net profit =» bills - income 

b. Net profit = income - bills 

/ 

c. Net profit = bills divided by income 



19. Which is the 'most reliable sign of a healthy business? 
* a. . Rising revenues 

b. Rising profits 

c. Rising prices 

,d. Rising expense ratios — 

; 

♦*20. List two things Pafil can do, to increase revenues in his 
word processing business. * 

a* . ; ; ♦ 

b. » • • 



J 
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